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China Backs the Arabs

| |
25X1

Chima has moved quickly to garmer what political pains it can in the Arab world
from the war with asracl, The official Chinese reaction to the war cane on 8
October, when Foreign Minister Chi Penpefei issued o statement baming Israel for
the fighting and expressing political support for the Arabs, Aware of Peking's limite
feverage in the Middie East, Chi framed the pledge of support cntionsty and did not
cven hint of any major Chinese material assistance, His cantion may mean that
Peking believes that the Arabs will not make mujor territorial gains from the
fighting,

Chi’s statement mentioned neither the US nor the USSR, but focused on
Isracl's responsibility for the fighting, Chinese media have taken a more critical view
of the superpowers, however, asserting that Isracl’s “aggression™ was the result of US
and Soviet policies--the supplying of American “military aid* to ‘T'el Aviv and the
cmigration ol Sovict Jews to swell Israel's manpower, According to one article, the
war in the Middle East is a result of US-Soviet “collusion and contention™ in
attempting to expand their spheres of influence.

The Chinese representative at the UN, Huang Hua, cchoed this theme. indi-
cating that Peking will try to wedge itself between the Arabs and the Soviets and to
portray itsell’ as the true fricnd of the Arabs no matter what may happen in the war,
In his speech before the Security Council, Huang implicd that US-Sovict Jetente
works against Arab interests. I the Arabs sustain a sctback, China will probably
attribute it to US-Soviet collusion; if the Arabs are successful, Peking may well
ascribe it to Arab willingness to ignore Soviet counsels of restraint and be “self-

reliant, ™ 25X 1
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Trade Boom in 1973
I |

25X1

China’s interest in forcign trade 1o Gill domestic deficiencies has led 1o sizable
orders for farm products, industrial machinery, and transport equipment over the
past year. Total imports are likely 1o jump to $3.8 billion this year, up from $2.8
billion in 1972, The increase in exports will probably be less, from almost S.4.1
billion in 1972 to perhaps $3.7 billion in 1973, As much os hall of the expected
increase in the dollar value of imports and exports, however, will be the result of the
revaluation of the yen and other mujor world currencies and to the devaluation of
the doltur,

Almost four fifths of China’s trade is with the non-Communist world. In 1472,
China achieved o $50-million surplus in its trade with these countries, with exports
of §2.3 billion and imports of $2,25 billion. In 1973, because of large imports of
farm products, Peking is expected to incur a deficit of roughly $30C million in its
trade with the non-Communist world, Imports will probably runge between $3.1
and $3.2 billion, exports between $2.8 and $2.9 billion.

Because of both higher prices and larger quantities, imports of grain. cotton,
and vegetable oils should increase from $450 million in 1972 to a record level of
$1.2 billion in 1973, Skyrocketing prices will increase the total cast of China's
imports of fetilizer from $190 billion in 1972 to possibly $250 million in 1973,
China’s imports of metals (steel, aluminum, and copper) in 1973 could rise to $800
million, an increase of $75 million over 1972,

In addition to larger purchases of these bulk commoditics, China during the
past year and a half has signed contracts for delivery over several years of more than
§2 billion of machinery and equipment. The contracts include almost $1 billion in
whole plants and $800 million in transport cquipment. These purchases already are
four-to-five times greater than durirg any previous two-ycar period, and further
contracts arc likely before the end of the year, Japun is the largest supplier, followed
by France, the United States, and several West European countrics.

Judging from partial statistical returns from 11 major non-Communist trading
partners, China’s exports will expand substantially in 1973, All major Chinese
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exports—-foods, cotton and silk textiies, and lght manulicte s are rising both in
quantity and in price. ‘The growth in Imports, particularly with the nonCommunist
countries, will be even faster,

25X1

In spite of the Lirpe Increase in imports and the likelihood of a1 big tide deficit
with the non-Communist world, Ching shows few siins that it is Caeine o strineent
foreipn exchange situation,

25X1
China’s Foroign Trade
Milliors US $
1971 1972 19734/

Total

Evports 2,415 3,050 3,700

Imports 2,280 2.780 3,800
Non-Communist

Exports 1,830 2,304 2,850

lmports 1,805 2,255 3,160
Communist

Exports 586 745 850

Imports 475 525 600
1. Preliminary e¢stimates,
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Lleology and the Economy

I |
25X1

In the last two months many moderate cconomic policies hive come under
slutep eriticism in the domestic medin, This criticism comes at a time when the
masses are being encouriged to oppose ideotogically suspeet policies, Tnoresponse, a
number of recent articles and broadeasts have pone to considerable fenpgths 1o
- rationalize present cconomic policier Unless authoritative clarification, which has

been conspicuously absent, is tortl,  ming, difficult decisions tie aheuad for local
officials charged with implementing cconomic policy.

Articles in the medin that began appearing in the first week of August hove
cendered on the role of ideology in production, a debate that has occupied and wt
times consumed - China's top leadership for more than two decades, In recent weeks
the national and provincial press has:

-stressed selfereliance in cconomic deévelopment:

—referred to material incentives s “a mistake that has been
criticized in the past™;

-discounted the role of skilled t chnicians and the need to import,
sophisticated technical equipmeiit;

—admonished local cadre to examine carefully the leadership of
local party committees for deviations from the “correct line.™

The tenor of these articles appears to clash with what is, in fect. happening in
China:

—purchascs of highly sophisticated technology have increased to
record highs;

—cfforts have been made to revive the educational system;
-science and technology have received fresh attention, and
exchanges of technical personnel with foreign countries have

been expanded,;

—a series of material incentives have been introduced. including
production bonuses and retroactive wage increases!
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~tolerance of private plots and free markets continues,

There have been some isolatad reports that material incentives have been
reduced or even done away with in some Factories, In the educational system, an
attempt to put more emphasis in college entrimee examinations on teehnical ex-
pertise and less on political criteria was blocked, Neverthieless, there is no indication
that an across<thesboard  reversil of policy is being implemenzed o even
) contemplated,

The upswing in leftist propaganda came on the eve of the 10th Party Congress
when opposing facticiiz were pushing their respective candidates for key party posts,
Economic issues have long been handy clubs for attacking political opponents, Still,
the current moderate cconomic policies are controversial in and ol themselves, and
‘many officials have been purged for advocating similar views in the past. The fact
that the public record of the congress mukes no direct referenee o cconomic
policies underscores the sensitivity of these issues, Since the congress, the criticism
in the media has continued, while other articles and broadeasts have attemipted to
defend current policies. The scope and importance of Western imports, for example,
have been played down as “making foreign things serve Ching,™

In such an uncertain atmosphere, lower level codre must be reluctant to be
identified with policies whose durability is dubious. Moreover, the attacks on these
policirs come at a time when Peking is exhorting the people “to dare 1o go against
the tide™: ie.. to speak out against all questionable policies regardless of the
immediate consequences. The continuing debate and absence of an authoritative
affirmation of current policy from the party's top leaders can only add to the
uncertainty that has already undermined the morale of cadre and confused local
leadership. Until these matters are clarified, perhaps at the Fourth National People’s
Congress, many cadre will be reluctant to carry out Peking's directives in a4 decisive

way.
25X1
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US-Sovicet Relations: The View from Peking

| |
25X1

In the mmediate aftermath of the Nixon-Brezhnev stmmit in June, Peking
took the line that the various Sovict-US agreements signed at that time were mere
scraps of paper. Since then, it has become apparent that the Chinese are in fact
concerned over what they see as the implications and possible consequences ol the
summit and the agreemeants signed there,

The clearest indication of this concern has been Chinese propaganda and
pronouncements on the themes of collusion and competition between the two
superpowers, In his report to the Tenth Party Congress, Chou Lin-lai expressed
concern over collusion between Moscow and the US. but he also confidently
predicted that this would inevitably be superseded by global contention, Since the
party congress, the Chinese have mixed commentaries stressing Soviet-US differences
with others pointing up the dangers of cooperation between Washington and
Moscow.

In September, for example, NCNA replayed a caustic article from a Japanese
leftist journal entitled “The Husion and Truth of the US-Soviet Summit-the Real
Features of Soviet Social Imperialism,” Brezhnev's goal in the summit talks, the
article argued, was to “strengthen the hegemonie rule of the two superpowers™; the
article also warned that world issucs should not be settied by the superpowers. Soon
after this, u long theorctical article in Red Flag reflected extreme sensitivity to
Brezhnev's boast that the climate of world afTairs is determined by the Soviet Union
and the US. In onc of the article’s more defensive statements, the writer asserted
that the US and the USSR ceriainly cannot determine the fate of the world since
“the people and the people alone are the motive force in the making of world
history.” Moat recently, an NCNA commentator condemned the nuclear monopoly
of the superpowers and condemned both the US and Moscow as *‘nuclear
overlords.”

Chiao Kuan-hua advanced similar themes in his address to the UN on 2
October. For the most part, he followed the iine laid down by Chou at the party
congress, but he did introduce one new element: criticism of the Soviet-US agree-
ment on the prevention of nuclear war, signed in June. Chiao said China recognized
that the US and the USSR were entitled to take measures appropriate to furthering
their bilateral relations, but the agreement on preventing nuclear war went far
beyond the scope of bilateral relations, He expressed concern that in the case of a
dispute between either of the parties and a third party, the *“‘urgent consultations®
called for in ithe agreement would incvitably lead to actions dictated by the
self-interest of the US and of the USSR, rather than by the interests of the third
party. Chiao added that China would not go begging for nuclear protection from any
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country and that China is not afraicd of any nuclear threat, In s most critical
commentary on the agreement, Chino said caustically that it would hoodwink no
one und that it would “only arouse indignation, misgivings, und disillusionment.”

Runnirg through Chino's speecht, the Red Flag article, and other recent Chinese
pronouncements is un uncasy feeling that Peking's opening to the US hus not
resulted in as many benefits vissavis the Soviets as the Chinese had expected. In
addition, the Chinese may be somewhat frustrated by the apparent lack of realistic
alternatives to the present policy. For example, u recent Chinese Communist Party
study document nctes that the US s o “slippery capitalist country” that is
opportunistically trying to play China off ugainst the USSR, Nevertheless, the
document concludes, the danger from Moscow makes un accommodation with
Waushington necessary. 25X 1
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In the UN, Peking Woos the Third World
I |
25X1

In his foreign policy speec 1 to the UN General Assembly on 2 October, Chiao

Kuan-hua underscored the contlict of interests between the superpowers and the

. third world. Although the US came in for a share ol his criticism, Chigo’s main

' effort was to blacken the image of the USSR and to win support among third world
and LEuropean states,

Depicting the USSR us an expansionist state bent on inttuencing and con-
trolting others, he attacked Soviet disarmament proposals, including Moscow's cull
for a 10-percent reduction in military budgets, and called on the USSR to cancel all
the debts for military equipment owed it by other countries, Bearing down hard on
the disarmament issuc, Chiao portrayed Moscow's proposals as empty gestures put
forward at a time when the USSR s striving to surpass the US as a military power.
Chiao showed some sensitivity 19 charges that China secks all or nothing in
disarmament, but his main defense was a blanket attack on the USSR, supplemented
by the proposition that the two superpowers should disurm first, Directing his
argument at third world delegates, he emphasized the need for small- and medium-
sized countries to strengthen their military defenses in order to resist supcerpower
dictation and warned that the superpowers were prepared to interfere at will in the
affairs of other countrics.

Chiao’s speech reflected the judgment contained in Chou En-lai’s report to the
Tenth Party Congress that the awakening of the third world is u major development
of the present era. Lacking the ¢conomic or military strength of the US or USSR .
Peking is seeking political support among the underdeveloped countries, Eosin% as

their ally against any cfforts by the superpowers to dominate them.
I:Ll 25X1

25X1
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Illcl)uildlng the Militin
I
25X1

Articles in the Chinese press last month, neralding the FSth anniversary of o
statement hy Mao on militia building, indicate thit Peking is trying to improve the
organization wnd traininge of these  para-military bodies. “The orpanizational aspects
will probably be stressed, fuctors that will have more i pact in the political than in
the military realm,

Militia building has received incrensed attention sinee the fall of former defense
minister Lin Pino, who has been heavily criticized for attempting to downgrade the
military role of the militia, The recent articles reaftirm Mao's basic concept of a
people’s war: that people are more important than weapons and that the militia will
support the regular forces in wartime. In accordance with these principles, the
articles carry appropriate statements about improving the level of military training,
In 1969, after the clushes along the Sino-Soviet border, several militie units were
singled out for special training and were provided with modern equipment, Select
units like these--together with clements of the *armed militia,”* the clite of the
regular organization—wiil support the army m time of war, In the long view,
however, few real advances are likely in the militury proficicney of the over-
whelming majority of units, the “ordinary militia,”

Available evidence suggests that the militia will play a more influential role in
internal security and police work, Radiobroadcasts from Peking have noted the
militia’s ability to perform guard duties and street patrols, which may indicate that
militiamen will relieve regular troops of some of these burdensome duties. A report
from Canton says that militia units are being strengthened for the stated purpose of
repiacing army personncel in maintaining law and order. Crime and disorder in
Canton and other cities in south China have been persistent problems in the last few
years, Down-to-the-countryside youths, residing illegaily in urban arcas, arc pri-
marily responsible becausce crime is often their sole means of support. Local public
seccurity forces, still recovering from the damage inflicted on them during the
Cultural Revolution. have been unable to control the disorders despite some help
from the trade unions. Hence, the army has remained the ultimate instrument of law
and order in south China.

In contrast with militia-building cfforts last year, which appeared to be con-
centrated in rural arcas. Chinese articles this year are scressing the militia in urban
arcas. New centralized militia commands have recently been formed in Peking and
Shanghai, and other cities will probably follow suit. The commander of Peking’s
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million “worker-militin,” Ni Chih-fu, was clected an alternate member of the
Polithuro at the Tenth Party Congress, The fuet that Niis a national worker-hero,
not & military man, is a further indication that the current militin-bullding drive has
political rather than military goals.

A reduction of the political power and influence of regular ANy garrison units

. is inherent in the strengthening of urban militia units, Uniformed soldiers replaced
urban police forces during the Cultural Revolution, wmd a number of olficers

reportedly still hold key posts in the rebuilt public security apparatas, Civilian

. authorities, uneusy about the military’s large role in politics, may be supporting
greater responsibility for the militin in order to reduce the influence of locul garrison

communders. Numerous domestic articles stressing the importunce of party, as

distinct frony military, authoritics taking churge of militia_work ut all levels tend to

support this conclusion. |

25X1
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Diplomatic Slowdowan In Southenst Asin

I |
25X1

China’s ¢ffort 1o nornulize relations with neiphboring states in Southenst Asio
has lost mogentum during the past few months, Sino-Mataysian tatks at the UN on
diplomatic recopnition have been stalled since summer over the dssue of some
200,000 stateless Chinese in Malaysia, As a condition for recopnition, Kuala Lumpur
is demanding that Peking publicly acknowledie Malaysian sovercipnty over this
groun, while China insisis the issue be taken up after relations have been established,
The net effect is that, whereas recognition yet this year once appeared likely, Kuala
Lumpur has raled it out before catly 1974,

As for Thaitund, Peking has reciprocated Thai moves aimed at slowing the pace
of rapprochement. | | 25X
25X1

25X 1 ' | 25X1

Chinese press has carried items somewhat
critical of Bangkok™s paolicies. Only recently, Chinese officials had given Thai visitors
the impression that Peking had no intention ol making unfriendly comments.

25X1

25X [The real reason Tor the slowing of Sino-Thai
normalization, however, is almost certainly Bangkok's inability to pry out of Peking
any assurances of an end to Chinese support for Thai insurgents, The two sides faited
to resolve the issue in talks this summer, and both countrivs subsequently openly
expressed their displeasure at the lack of progress.

Peking has also encountered difficulties in establishing closer relationships
clsewhere in the region. Jakarta still shows no inclination to reswmne full diplomatic
relations soon, despite periodic Chinese prodding; Rangoon is seeking to forge closer
tics with some of its neighbors, in part because of the Communist insurgency in the
northeast; and Manila continues to indicate that any improvement in its relations
with Peking will be matched by parallel steps toward Moscow,

The signs of a ground-swell in Southeast Asia for carly recognition of Peking

. that were cvident in 1972 at the time of the visits of high-level American and
Japancese officials to China have somewhat dissipated. Chinese setbacks in the region

are mutually reinforcing, encouraging those officials in Bangkok, Jukarta, and

° Singapore who arc reluctant to establish relations with Peking. Many Southeast
Asian leaders apparently belicve that the disadvantages stemming from relations
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ountweigh the advantages, particulatly since the Chiness wem unwilling 1o give any
meanimgful assurances on the issue of support 1o local insrgenvies, Other mntiva-
tions for establishing closer ties the desite o develop @ more balanced foreign
policy and to open a regalas channel of communications with a country that is
expected o have growing inflacnce in ftune Asian alfairs have been at least
partially satisticd by Peking's willingness 1o participate in trade and coblutal oxs
changes with Southeast Asian governments outside of formial diplomatic telation:
ships,

25X1
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Fapanding the Merchant Fleet

I |
25X1

' Peking ia rapidly cxpanding its international metc hant feet to meel antis iprated
increaser in foreign ttade. Since 1971, China and Chinew.controlled hipping conns
pantive in Hong Kang have purchased neatly 150 <hips, more than doubling the ire
f\l the Chinese merchant Aeet Altvady this year acathy SO <hips have ven adeds o,
ihetcasing tonnage by over 28 pereent. Peking now omns o contiods o meriant
fleet of 250 shipn of 31 million dead weight tone il relatively small compared
with the US and Soviet flects, .

25X1

Chintee potte alin will necd B be modemizcd o acermmesdate cvpanding
trade requittments AL present, nonc s deep cnongh s handle the $0:-8onl draftx of
HOO000-10n tapkess and fow porte aude from Dairen and Shanghai  havewfTighent
N!hdcum.h;m!“smg facditacs Morconer, ment pegte m Ching hav e obalile ¢ atpo
hatadling faoilisces s o5 atcimpi fo reedy thew deficrcnacs, f'ehing ha putshgocyd
decdging cquipment from Japan and the Nethetlands and hae bseen talking with U'§
8 dapaice firms abwrig ;magmnngcontancr-handhing facilibics | ' |

25X1

25X1
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CHRONOLOGY
I8 September Astan Games Federation executive committee admits Peking
in place of Taipel,| | 25X1
. 18-30 September Chinese badminton team tours Malaysin, { | 25X1
, 19 September Chou En-lni meets with Nepalese Foreipn Minister in prepara
tion for the visit to Ching ol the Nepalese King. It| 25X1
20 Scptember New Zealand's first ambassador to Ching presents credentials,
I I 25X1
' 3 October NCNA announces that Secretary Kissinger will visit Ching,
20-29 October, | | 25X1
Chigo Kuan-hau attends banquet in New York hosted by
Secrctary Kissinger, | | 25X1
5 October Announcement of the Chinese purchase of $1 billion worth
of wheat from Cunada over the next three yeurs, the fargest
wheat deal ever sigred by China, | | 25X1
Annual Chinese aid protocol to North Vietnam signed for
both military and ¢conomic assistance. | | 25X1
6 October Charge Chu Hsien-sung arrives to open PRC embassy in
Upper Volta. | | 25X1
8 October PRC issues official statement supporting the Amb states in
the fighting with Isracl,| | 25X1
9 October New Zealand trade delegation in China since 4 October, signs
first bilateral trade agreement,| | 25X1
10 October Canadian Prime Minister Trudeau arrives in Peking for state
visit: he is grected by Chou F.n-lui.| | 25X1
<4
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